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Auditing Procedures Report

" Issued under P.A. 2 of 1968, as amended.

Lacal Governiment Typa . . Local Govemment Name . County -
[oity [ Township [Ivilage [v]other | Detroit Area Regional Transportatlon Authorlty Wayne
Audit Date Onlnion Date . Date Accouniant Report Submitted to State:

9/30/05 3/9/06 3/31/06

We have audited the financial statements-of this local unit of government and rendered an opinion on financial statements prepared in
accordance with the Statements of the Governmental Accounting Standards Board (GASB) and the Uniform Reporting Format for
Financial Slatements for Counties and Local Units of Government in Michigan by the Michigan Bepariment of Treasury.

We affirm that;

1. We have corplied with the Bulfetin for the Audits of Local Units of Govemment in Michigan as revised.

2. We are certified public accountants regislered fo practice in Michigan.

We further affirm the followmg "Yes" rasponses have been disclosed in the financial statements, |nclud|ng the notas, or in the report of -
comments and recommendalions

You must check the applicable box for each item befow.

|:] Yeas No 1. Certalh component unitslfundslagencies of the local unit are excluded from the financial statements.

|:|Yes No 2. There are accumulated deficits in one or more of this unit's unreserved fund balanceslfetained earnings {(P.A.
275 of 1980).

|:|Yes No 3. There are instances of non- compliance with the Uniform Accountlng and Budgeting Act (P.A. 2 of 1968, as
amended). .

DYes . No 4. The Jocal unit has violated the ;:onditions of "either an- order issuad under the Municipal Finance Act or its
requirements, or an order issued under the Emergency Municipal Loan Act.

|__—|Yes _ No 5. The local unit helds deposnshnvestments which do not comply with statutory requirements. (P.A. 20 of 1943,
as amended {MCL 129.91], or P.A. 55 of 1982, as amended [MCL 38, 1132)).

[ ]ves No 6. The local unit has been delinguent in distributing tax revenues that were collected for another taxing unit.
The local unit héé violated the Constilutional requirement (Article 9, Section 24) to fund current year earned
DYes : No 7. pension benefits {narmal costs) in the current year. If the plan is more than 100% funded and the overfunding

credits are more than the normal cost requirement, no contributions are due (paid during the year).

|:|Yes No 8 The local unit uses credit cards and has not adoptad an appllcable pollcy as requnred by P.A. 266 of 1995
(MCL 129.241}).

|:|Yes No 9. The local unit has not adopted an investment policy as required by P.A. 196 of 1997 (MCL 120.95).

To Be Not
We have enclosed the following: ' Enclosed Forwarded Required -
The letter of comments and recommendations. - v
Reports on individual federal financial assistance programs {program audits). v
Single Audit Reports (ASLGU). B v
Cerlified Public Accountant (Flrm Name)
Alan C. Young & Associates, PC
Straat Address City_ ) State ZIP
2990 W. Grand Blvd., Ste. 31 9 ) .| Detroit ’ Mi : 48202
Accountant Signature : o Date
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors of
Detroit Area Regional Transportation Authority
Detroit, Michigan

We have audited the accompanying financial statements of the Detroit Area Regional
Transportation Authority (DARTA), a Michigan Public Corporate as of and for the year ended
September 30, 2005, as listed in the table of contents. These financial statements are the
responsibility of DARTA’s management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financlal audits contained in Governmerit
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audit provides a reasonable basis for our opinion.

- In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of DARTA -as of September 30, 2005, and the changes in its financial
position and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

The management's discussion and analysis (identified in the table of contents) is not a required
part of the basic financial statements, but is supplemental information required by the
Governmental Accounting Standards Board. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplemental information. However, we did not audit the information

and express no opinion on it.

In accordance with Government Auditing Standards, we have also issued a report dated March
9, 2006 on our consideration of DARTA's internal control over financial reporting and our tests
of its compliance with certain provisions of laws, reguiations, contracts, and grants. That report
is an integral part of an audit performed in accordance with Government Auditing Standards
and should be read in conjunction with this report in considering the results of our audit.

¢

M'gf

March 9, 2006



DETROIT AREA REGIONAL TRANSPORTATION AUTHORITY
MANAGEMENT DISCUSSION & ANALYSIS
SEPTEMBER 30, 2005

As management of the DARTA, we offer this narrative overview and analysis of the financial
activities of DARTA for the year ended September 30, 2005. Readers are encouraged to read
it in conjunction with the accompanying basic financial statements.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of the financial statements, which focus on the DARTA as a whole,
and the notes to the financial statements, which provide additional information that is essential
to gain a full understanding of the data presented in the financial statements.

The financial statements consist of the Statement of Net Assets, the Statement of Revenues,
Expenditures and Changes in Net Assets and the Statement of Cash Flows. These statements
are prepared using the full accrual basis of accounting, which is similar to that employed by
businesses in the private sector.

The Statement of Netf Assets presents information on all of the assets and liabilities of
DARTA, with the difference between the two reported as net assets. Net assets can be thought
of as one way of measuring the financial strength of DARTA. Increases or decreases in net
assets over time may serve as a useful indicator of whether the financial condition of DARTA is
improving or deteriorating.

The Statement of Revenues, Expenditures and Changes in Net Assets presents
information showing how the net assets of DARTA have changed over the course of the most
recent fiscal year. All changes in net assets are recognized as soon as the underlying
transactions take place, regardless of the timing of the related cash flows. As a result, certain
revenues and expenses reported in these statements are related to items that will only result in
cash flows in future years.

The Statement of Cash Flows presents detailed information about the changes in the cash
position of DARTA during the year. :

" The Nofes to the Financial Statements provide additional information that is essential to gain
a- full understanding of the data presented in both the government-wide and fund financial
statements and begin on page 4 of this report. :

FINANCIAL OVERVIEW

It is important to recognize the mission of DARTA when analyzing its financial position. DARTA
is funded by Federal, State and Local grants and was created in May 2003 for the purpose of
planning, coordinating and improving the delivery of public transportation in Southeast
Michigan.



DETROIT AREA REGIONAL TRANSPORTATION AUTHORITY
MANAGEMENT DISCUSSION & ANALYSIS
SEPTEMBER 30, 2005
(Continued)

FINANCIAL OVERVIEW (Continued)

The assets of DARTA exceeded its liabilities by $77,667 at September 30, 2005. As indicated in
the following schedule, the single largest change in net assets was a decrease in liabilities of
approximately $73,600, of which $80,000 pertains to long-term debt forgiven and converted into
grants during the year. :

DARTA's NET ASSETS

Assets 2004 2005
Current Assets ‘ $166,604 $170,327
Total Assets $166,604 $170,327

Liabilities and Net Assets

Current Liabilities - 157,687 $92,660
Long-term Debt 8,571 0
Total Liabilities - 166,258 92,660
Net Assets - Unrestricted 346 77,667
Total Liabilities and Net Assets $166,604 $170,327

As indicated in the following schedule, the net assets of DARTA increased by $77,321 for the
year ended September 30, 2005. The increase Is attributable primarily to two $30,000 grants,
one from the Detroit Renaissance Foundation and one from the Detroit Regional Chamber, as
well as $13,000 of unspent advances pertaining to a grant awarded by the State of Michigan.

DARTA's CHANGES IN NET ASSETS

2004 2005
Federal, State and Local Grants $62,524 $150,874
Interest Income , 427 4,153
Operating Expenses (62,605) (77,808)
Net Income from Operations 346 77,321
Net Assets Beginning of Year 0 _ 346

Net Assets End of Year _ ~ $346 $77,667

iii



DETROIT AREA REGIONAL TRANSPORTATION AUTHORITY
MANAGEMENT DISCUSSION & ANALYSIS
SEPTEMBER 30, 2005
(Continued)

CAPITAL ASSET AND DEBT ADMINISTRATION

‘Capital Assets - DARTA did not purchase any assets that exceeded its capitalization threshold
during the year ended September 30, 2005. .

Long-Term Debt - DARTA's long-term debt totaled $90,000 at September 30, 2005. The
components of the total liability are presented below.

DARTA's LONG-TERM DEBT

Balance Debt Balance
10/1/2005 Retired 9/30/2005

Note Payable-Detroit Renaissance Foundation $90,000 $30,000 $60,000
Note Payable-Detroit Regional Chamber =~ 60,000 30,000 30,000

$150,000 $60,000 $90,000

Each of the notes referred to above were Issued in order to raise working capital for DARTA
until such time that permanent funding is in place. During the year, the Detroit Renaissance
Foundation and the Detroit Regional Chamber each forgave $30,000 of the original notes and
converted these amounts to grants. (See Note 4)

Additional information regarding the long-term obligations of DARTA may be found in the Note
3 to the basic financial statements. '

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND RATES

As indicated in Note 5, the Michigan Court of Appeals issued a ruling affirming the opinion of
the trial court that the Regional Transit Coordinating Council (RTCC) was not entitled to transfer
its power to DARTA and declared the formation of DARTA null and void. An appeal has been
filed with the. Michigan Supreme Court. Should the Michigan Supreme Court overrule the
decision of the Court of Appeals, DARTA would continue its efforts to hire a full-time Chief
Executive Officer and support staff during the fiscal year ending September 30, 2006. The
addition of the CEO and other staff positions will allow DARTA to embark on a comprehensive
regional transportation study and secure long-term funding in order to continue its mission of
planning, coordinating and improving the delivery of public transportation in Southeast

Michigan.



DETROIT AREA REGIONAL TRANSPORTATION AUTHORITY
MANAGEMENT DISCUSSION & ANALYSIS
SEPTEMBER 30, 2005
(Continued)

CONTACTING THE MANAGEMENT OF DARTA

This financial report is designed to provide the citizens, taxpayers, investors, creditors and
others with a general overview of the finances of DARTA. Questions concerning any
information contained in this report or requests for additional information should be addressed
to the attention of the Office Administrator at the following address: Detroit Regional
Transportation Authority, One Woodward Ave, P.O. Box 33840, Detroit, MI. 48232-0840.

Requests can also be made by phone at 313-596-0440.



DETROIT AREA REGIONAL TRANSPORTATION AUTHORITY
STATEMENT OF NET ASSETS
SEPTEMBER 30, 2005

ASSETS

Current Assets:
Cash & Cash Equivalents (Note 2)
Accounts Receivable

Total Current Assets

LIABILITIES AND NET ASSETS
Current Liabilities:
Accounts Payable
Current Portion of Long-Term Debt (Note 3)
Total Current Liabilites

Long-Term Debt (Note 3)
Total Liabilities

Net Assets - Unrestricfed

Total Liabilities and Net Assets

The accompnaying notes are an infegral part of these statements.
' 1

$156,683

13,644

$170,327

2,660

90,000

92,660

0

© 92,660
77,667

$170,327



DETROIT AREA REGIONAL TRANSPORTATION AUTHORITY
STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND NET ASSETS
YEAR ENDED SEPTEMBER 30, 2005

REVENUE
Operating Revenues: ,
Federal Grants $49,776
State Granis 41,198
Local Grants (Note 4) 60,000
Total Operating Revenues 150,974
EXPENSES
Operating Expenses:
Contract Services ' 74,234
Classified Advertising 30
Meeting Expenses 047
Miscellaneous : 697
Office Supplies 179
Online Services 937
Postage & Delivery _ ' 79
Telephone : 393
Bank Service Charges 310
Total Operating Expenses 77,806
Operating Income ' 73,168
Nonoperating Revenues (Expenses):
Interest income 4,163
Total Nonoperating Revenue (Expenses) 4,163
Increase (Decrease) in Net Assets ' 77,321
Net Assets-Beginning of Year 346
Net Assets-End of Year $77,667

The accompanying notes are an integral part of these financial statements.
2



DETROIT AREA REGIONAL TRANSPORTATION AUTHORITY
STATEMENT OF CASH FLOWS
YEAR ENDED SEPTEMBER 30, 2005

CASH FLOWS FROM OPERATIONS

Federal Grant Receipts $58,427
State Grant Receipts : 41,198
Payrments {91,404)
Interest Income : 4,163
Net Cash Provided by Operating Activities 12,374

Net Increase (Decrease) in Cash and Cash Equivalents 12,374
Cash and Cash Equivalents, Beginning of Year 144,309
Cash and Cash Equivalents, End of Year ' $156,683

RECONCILIATION OF OPERATING INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES

Operating Income $77,321
Adjustment to Reconcile Operating Income to Net Cash Flows
from Operating Activities

Change In Accounts Receivable 8,651

Change in Accounts & Payable {13,598)
Total Adjustment {4,947)

Net Cash Provided by Operating Activities $72,374

The accompanying notes are an integral part of thses financial statementé.
3
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DETROIT AREA REGIONAL TRANSPORTATION AUTHORITY
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Detroit Area Regional Transportation Authority (DARTA} was incorporated in 2003 as a
Michigan Public Body Corporate. it was created through an interlocal and
intergovernmental agreement by and among the City of Detroit, Regional Transit
Coordinating Council and the Suburban Mobility Authority for Regional Transportation
for the purpose of implementing the powers, privileges, and authority of each of the
Parties, by coordinating effective and efficient public transportation in Southeast
Michigan, thereby enhancing economic development and guality of life in the Region.

The Authority shall carry out the common powers, privileges, and authorities of the City
of Detroit and SMART to operate, maintain, replace, improve, extend, and conftract for
public transportation facilities, including, but not limited to, controlling, operating,
administering, and exercising the franchise of public transportation facilities.

Basis of Presentation

The financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America as prescribed by the Governmental
Accounting Standards Board (GASB), including statement No. 34, Basic Financial
Statements and Management's Discussion and Analysis — For State and Local
Governments, issued in June 1999. The Detroit Area Regional Transportation Authority
follows the “business-type” activities reporting requirements of GASB Statement No. 34
that provides a comprehensive look at the Authority’s financial activities.

Basis of Accounting:

The Detroit Area Regional Transportation Authority follows the rules promulgated by the
Governmental Accounting Standards Board. Additionally, the Detroit Area Regional
Transportation Authority follows all Financial Accounting Standards Board (FASB)
Statements and Interpretations, Accounting Principles Board (APB) issued on or before
November 30, 1989, unless pronouncements conflict with or contradict GASB. The
periodic determination of revenues earned, expenses incurred, and net income is
appropriate for management control and accountability; therefore, the proprietary fund
model is followed, and the full accrual basis of accounting is.used.
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DETROIT AREA REGIONAL TRANSPORTATION AUTHORITY
' NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2005
(Continued)

SUNMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities at
the date of the financial statements and the reported amounts of revenues and
expenses during the reported peried. Actual results could differ from those estimates.

Cash and Investments

Cash and cash equivalents are considered to be cash on hand, demand deposits and

* short-term investments with original maturities of three months or less from the date of

acquisition.  Investments are valued at their fair value plus accrued interest in
accordance with GASB Statement No. 31, Accounting and Financial Reporting for
Certain Investments and for External Investment Pools.

CASH AND CASH EQUIVALENTS

The Organization’s cash and cash equivalents as of September 30, 2005 are
maintained in one bank account at a single institution.

This balance is insured by the Federal Deposit Insurance Corporation up to $100,000.
At September 30, 2005, the uninsured portion of this balance was $56,683.

NOTES PAYABLE

The following is a summary of the outstanding debt of the Detroit Area Regional
Transportation as of September 30, 2005:

Ending
_ Balance

Notes payables to Detroit Renaissance Foundation bearing

no interest so long as no default shall have occurred.

Payment in full was due no later than April 30, 2005,however,

the Foundation has informally extended the repayment terms . $60,000
and no repayment has been made as of the date of this report.

~ Due Within One Year $60,000
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DETROIT AREA REGIONAL TRANSPORTATION AUTHORITY
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2005
(Continued)

NOTES PAYABLE (Continued)
' Ending

RBalance

Note payable to Detroit Regional Chamber of Commerce bearing

no interest so long as no default shall have occurred. Payment

in full was due no later than October 30, 2005, however the Chamber
informally extended the repayment terms and no repayment terms

and no repayment has been made as of the date of this report. $30,000
Due Within One Year $30,000

LOCAL. GRANTS

In December 2004, $30,000 of the outstanding note payable with Detroit Renaissance
Foundation and $30,000 of the outstanding note payable with the Detroit Regional
Chamber of Commerce were forgiven and converted to a grant.

CONTINGENCIES

On July 5, 2005, the Michigan Court of Appeals issued a ruling affirming the trial court’'s
conclusion that the Regional Transit Coordinating Council (RTCC) was not entitled to
transfer its power to DARTA and also declared the DARTA agreement null and void. An
appeal has been filed with the Michigan Supreme Court. If the appeal is not heard,

DARTA would be required to cease operations.
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE
WITH LAWS AND REGULATIONS AND
INTERNAL CONTROL. —~ BASIC FINANCIAL STATEMENTS

To the Board of Directors of
Detroit Area Regional Transportation Authority
Detroit, Michigan

We have audited the financial statements of the Detroit Area Regional Transportation Authority
(DARTA) as of and for the year ended September 30, 2005 and have issued our report thereon
dated March 9, 2006. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits
_contained in Government Auditing Standards, issued by the Comptroller General of the United

States.

Compliance

As part of obtaining reasonable assurance about whether DARTA'’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts and grants, noncompliance with which could have a direct and
material effect on the determination of financial statements amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly,
we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance that are required to be reported under Government Auditing Standards.

Internal Control over Financial Reporting

In planning and performing our audit, we considered DARTA's internal control over financial
reporting in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the internal control over
financial reporting. Our consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control over financial reporting that might be
material weaknesses. A material weakness is a condition in which the design or operation of
one or more of the internal control components does not reduce to a relatively low level the risk
that misstatements in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. We noted no mattérs involving the internal
control over financial reporting and its operation that we considered to be material weaknesses.

'/&M%@;W'M

March 9, 2008



